COMMONWEALTH OF KENTUCKY RECEIVED
BEFORE THE PUBLIC SERVICE COMMISSION

DEC 01 201
IN THE MATTER OF: ) PUBLIC SERVICE
) COMMISSION

APPLICATION OF KENTUCKY-AMERICAN ) CASE NO. 2011-00115

WATER COMPANY FOR ISSUANCE )

OF INDEBTEDNESS AND CONTINUED )

PARTICIPATION WITH AMERICAN WATER )

CAPITAL CORP. )

ORDERING PARAGRAPH 4 REPORT

In accordance with Ordering Paragraph 4 of the Commission’s May 26, 2011 Order in
this matter, this is to report to the Commission that Kentucky American Water (“KAW”) issued
debt in the amount of $20,000,000 on November 21, 2011 in accordance with the Commission’s
May 26, 2011 Order. The debt was issued pursuant to KAW’s participation in the American
Water Capital Corporation borrowing program. The interest rate is 5.05% and it matures on
October 15, 2037.

The attached analysis shows that the rate of 5.05% was the most reasonable at the time of
issuance as described in Ordering Paragraph 4 of the May 26, 2011 Order. To explain, the page
captioned “Bloomberg Valuation Price” shows Bloomberg’s valuation of the debt at issue at an
interest rate of 5.071% on November 18, 2011, the last business day before the debt was issued.
Further, the page captioned “Secondary Traded Price” shows the interest rate at which the debt
that KAW assumed was trading for on the secondary market on November 17, 2011, the last date
for which information was available prior to the issuance. That secondary market interest rate
was 5.169%. Thus, the rate of 5.05% is the most reasonable under the circumstances that existed

at the time of issuance.



Respectfully submitted,

Lindsey W. Ingram III

STOLL KEENON OGDEN PLLC
300 West Vine Street, Suite 2100
Lexington, Kentucky 40507-1801
Telephone: (859) 231-3000
L.Ingram@skofirm.com

Yordoe, p T

Counsel for KentchgaLAnTerican Water Company

CERTIFICATE

This is to certify that the original and ten copies of the foregoing have been hand-
delivered to the Kentucky Public Service Commission, 211 Sower Boulevard, Frankfort,
Kentucky 40601 on this 1% day of December, 2011.
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Counsel fof KentuC@American Water Company
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